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26 CFR Ch. I (4–1–01 Edition)§ 301.6621–1

DETERMINATION OF INTEREST RATE

§ 301.6621–1 Interest rate.
(a) In general. The interest rate es-

tablished under section 6621 shall be—
(1) On amounts outstanding before

July 1, 1975, 6 percent per annum (or 4
percent in the case of certain exten-
sions of time for payment of taxes as
provided in sections 6601 (b) and (j)
prior to amendment by section 7(b) of
the Act of Jan. 3, 1975 (Pub. L. 93–625, 88
Stat. 2115), and certain overpayments
of the unrelated business income tax as
provided in section 514(b)(3)(D), prior to
its amendment by such Act).

(2) On amounts outstanding—

After And before Rate per annum
(percent)

June 30, 1975 ........ Feb. 1, 1976 .......... 9
Jan. 31, 1976 ......... Feb. 1, 1978 .......... 7
Jan. 31, 1978 ......... Feb. 1, 1980 .......... 6
Jan. 31, 1980 ......... Feb. 1, 1982 .......... 12
Jan. 31, 1982 ......... Jan. 1, 1983 .......... 20

(3) On amounts outstanding after De-
cember 31, 1982, the adjusted rate es-
tablished by the Commissioner under
section 6621(b). This adjusted rate shall
be published by the Commissioner in a
Revenue Ruling. See § 301.6622–1 for ap-
plication of daily compounding in de-
termining interest accruing after De-
cember 31, 1982. Because interest accru-
ing after December 31, 1982, accrues at
the prescribed rate per annum com-
pounded daily, the effective annual
percentage rate of interest will exceed
the prescribed rate of interest.

(b) [Reserved]
(c) Applicability of interest rate—(1)

Computation. Interest and additions to
tax on any amount outstanding on a
specific day shall be computed at the
annual rate applicable on such day.

(2) Additions to tax. Additions to tax
under any section of the Code that re-
fers to the annual rate established
under this section, including sections
644(a)(2)(B), 4497(c)(2), 6654(a), and 6655
(a) and (g), shall be computed at the
same rate per annum as the interest
rate set forth under paragraph (a) of
this section.

(3) Interest. Interest provided for
under any section of the Code that re-
fers to the annual rate established
under this section, including sections
47(d)(3)(G), 167(q), 6332(c)(1), 6343(c),

6601(a), 6602, 6611(a), 7426(g), and section
1961(c)(1) or 2411 of title 28 of the
United States Code, shall be computed
at the rate per annum set forth under
paragraph (a) of this section.

(d) Examples. The provisions of this
section may be illustrated by the fol-
lowing examples. Example 6 illustrates
the computation of interest for inter-
est accuring after December 31, 1982.

Example 1. A, an individual, files an income
tax return for the calendar year 1974 on April
15, 1975, showing a tax due of $1,000. A pays
the $1,000 on September 1, 1975. Pursuant to
section 6601(a), interest on the under-
payment of $1,000 is computed at the rate of
6 percent per annum from April 15, 1975, to
June 30, 1975, a total of 76 days. Interest for
63 days, from June 30, 1975, to September 1,
1975, shall be computed at the rate of 9 per-
cent per annum.

Example 2. An executor of an estate is
granted, in accordance with section
6161(a)(2)(A), a two-year extension of time for
payment of the estate tax shown on the es-
tate tax return, which tax was otherwise due
on January 15, 1974. The tax is paid on Janu-
ary 15, 1976. Interest on the underpayemnt
shall be computed at the rate of 4 percent
per annum from January 15, 1974, to June 30,
1975, and at the rate of 9 percent per annum
from June 30, 1975, to January 15, 1976.

Example 3. X, a corporation, files its 1973
corporate income tax return on March 15,
1974, and pays the balance of tax due shown
thereon. On August 1, 1975, an assessment of
a deficiency is made against X with respect
to such tax. The deficiency is paid on Octo-
ber 1, 1975. Interest at the rate of 6 percent
per annum is due on the deficiency from
March 15, 1974, the due date of the return, to
June 30, 1975, and at the rate of 9 percent per
annum from June 30, 1975, to October 1, 1975.

Example 4. Y, an individual, files an amend-
ed individual income tax return on October
1, 1975, for the refund of an overpayment of
income tax Y made on April 15, 1975. Interest
is allowed on the overpayment to December
1, 1975. Pursuant to section 6611(a), interest
is computed at the rate of 6 percent per
annum from April 15, 1975, the date of over-
payment, to June 30, 1975. Interest from June
30, 1975, to December 1, 1975, shall be com-
puted at the rate of 9 percent per annum.

Example 5. A, an individual, is liable for an
addition to tax under section 6654 for the un-
derpayment of estimated tax from April 15,
1975 until January 15, 1976. The addition to
tax shall be computed at the annual rate of
6 percent per annum from April 15, 1975, to
June 30, 1975, and at the annual rate of 9 per-
cent per annum from June 30, 1975, to Janu-
ary 15, 1976.

Example 6. B, an individual, files an income
tax return for calendar year 1980 on April 15,
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1981, showing a tax due of $1,000. B pays the
$1,000 on March 1, 1983. Under section 6601 (a),
interest on the $1,000 underpayment is due
from April 15, 1981, to March 1, 1983. Such in-
terest is computed at the rate of 12 percent
per annum, simple interest from April 15,
1981, to January 31, 1982, and at the rate of 20
percent per annum, simple interest from
January 31, 1982, to December 31, 1982, and at
the rate of 16 percent per annum, com-
pounded daily, from December 31, 1982, to
March 1, 1983. The total simple interest ac-
crued but unpaid at the end of December 31,
1982, is combined with the $1,000 under-
payment for purposes of determining the
amount of daily compounded interest to be
charged from December 31, 1982, to March 1,
1983.

[T.D. 7907, 48 FR 38230, Aug. 23, 1983; 48 FR
41018, Sept. 13, 1983; 48 FR 41581, Sept. 16,
1983]

§ 301.6621–2T Questions and answers
relating to the increased rate of in-
terest on substantial underpay-
ments attributable to certain tax
motivated transactions (temporary).

The following questions and answers
relate to the increased rate of interest
on substantial underpayments attrib-
utable to certain tax motivated trans-
actions as provided in section 6621(d) of
the Internal Revenue Code of 1954, as
added by section 144 of the Tax Reform
Act of 1984 (Pub. L. 98–369, 98 Stat. 682):

Q–1. What is the annual interest rate
under section 6621 for purposes of com-
puting the amount of interest that
must be paid under section 6601 (relat-
ing to interest on underpayments)?

A–1. In general, the annual interest
rate for purposes of section 6601 is the
adjusted rate of interest established
under section 6621 (b) § 301.6621–1 (‘‘ad-
justed rate’’). If, however, a tax moti-
vated underpayment (as defined in A–2
of this section) for a taxable year is
substantial (as defined in A–7 of this
section), section 6621(d) provides that
the annual rate of interest with respect
to the tax motivated underpayment is
120 percent of the adjusted rate (‘‘120
percent rate’’), rounded to the nearest
tenth of a percent.

Q–2. What is a tax motivated under-
payment?

A–2. A tax motivated underpayment
is the portion of a deficiency (as de-
fined in section 6211) of tax imposed by
subtitle A (income taxes) that is at-

tributable to any of the following tax
motivated transactions:

(1) Any instance in which the value
of any property, or the adjusted basis
of any property, claimed on a return is
150 percent or more of the amount de-
termined to be the correct amount of
such valuation or adjusted basis (i.e., a
valuation overstatement within the
meaning of section 6659(c)(1));

(2) Any loss disallowed for any period
by reason of section 465(a) or any
amount included in gross income by
reason of section 465(e);

(3) Any credit disallowed for any pe-
riod by reason of section 46(c)(8) or sec-
tion 48(d)(6);

(4) Any loss disallowed for any period
with respect to a straddle, as defined in
section 1092(c), but without regard to
sections 1092 (d) and (e);

(5) Any use of an accounting method
that may result in a substantial distor-
tion of income for any period (see A–3
of this section); and

(6) Any deduction disallowed with re-
spect to any other tax motivated trans-
actions (see A–4 of this section).

Q–3. What accounting methods may
result in a substantial distortion of in-
come for any period under A–2(5) of
this section?

A–3. A deduction or credit disallowed,
or income included, in any of the cir-
cumstances listed below shall be treat-
ed as attributable to the use of an ac-
counting method that may result in a
substantial distortion of income and
shall thus be a tax motivated trans-
action that results in a tax motivated
underpayment:

(1) Any deduction disallowed for any
period by reason of section 464 or sec-
tion 278(b), relating to certain expenses
of farming syndicates;

(2) In the case of a taxpayer who
computes taxable income using the
cash receipts and disbursements meth-
od of accounting, any interest deduc-
tion disallowed for any period by rea-
son of section 461(g), relating to pre-
paid interest, provided the interest is
not paid with respect to indebtedness
incurred in connection with (i) the pur-
chase, refinancing, or improvement of
the principal residence of the taxpayer,
or (ii) the purchase of consumer goods
by the taxpayer;
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